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The year in review 


Amid adversity, Bank of Montreal remains strong, confident and 


committed to pursuing a strategy of growth. 


2001 was a difficult year for the world. Politically and spiri- 

tually, the events of September 11th had a profound effect. 
The act of terror also impacted the globe's financial markets, 
further weakening already slowing economies in the United 
States, Canada and internationally. 

The Bank of Montreal Group of Companies was not 
immune to the troubled times. In the fourth quarter of 2001, 
the slowing of the North American economies prompted the 
Bank to announce higher provisions for credit losses and 
write-downs totalling $682 million or $414 million after-tax. 

These increased charges, along with a less robust econ- 
omy, significantly affected our business. For the fiscal year 
ending October 31, 2001, our net income was $1,471 million, 
down $386 million from fiscal 2000. Cash return on equity 
for the year was 14.8%, a decrease of four percentage points 


Financial Highlights 


(Canadian $ in millions, except as noted) — 


from 2000. Cash earnings per share were $2.86, a decrease 
of $0.53 or 16% from the previous year. 

Yet, we remain strong and confident. 

Excluding non-recurring items and the increased 
charges, cash earnings per share actually increased 7% from 
fiscal 2000. Cash return on equity was 16.9%, excluding 
non-recurring items and the increased charges. Indeed, Bank 
of Montreal is the only bank in North America that can 
claim a reported return on equity of more than 13% every 
year for the last 12 years. 

This is good news. It’s a testament to our consistent 
performance and a reflection of our resiliency and the sound- 
ness of our business strategy. And it’s a source of inspiration 
as we move forward into what we believe will be a more 
prosperous, peaceful future. 


Income Statement Highlights 
Total revenue (teb) (a) 
Provision for credit losses 
Non-interest expense 

Net income 


Common Share Data (5) 

Diluted earnings per share 
Excluding non-recurring items 

Diluted cash earnings per share 
Excluding non-recurring items 


Primary Financial Measures (%) (b) 

Average annual five-year total shareholder return 

Diluted cash earnings per share growth (c) 

Cash return on equity (co) 

Revenue growth (c) 

Provision for credit losses as a % of average loans and acceptances (c) 
Tier 1 Capital Ratio 

All ratios in this report are based on unrounded numbers 

(3) Reported on a taxable equivalent basis (teb). 


(b) For the period ended or as at, as appropriate 
(c) Reported excluding non-recurring items 


PERS) 
15.5 
16.9 

6.1 
0.28 
8.83 


Chairman’s Message to Fellow Shareholders 


This is our plan. 


To be a leading transnational bank 


As the consolidation of the North American financial services industry 


continues, Bank of Montreal's vision is to become a leading trans- 
national bank — one of the dozen or so banks offering a full range of 
financial products and services to personal, commercial, and corporate 
and institutional clients on both sides of the Canada-U.S. border. 


Before talking about the future, and our strategic 
plan for making that future our own, I feel compelled 
to briefly return to that unspeakable morning 

of September 11th when the world we thought we 
knew disintegrated, right in front of our horror- 
stricken eyes. 


How profoundly that moment and its appalling aftermath have changed 
our world remains to be written, but I cannot think of any individual of 
my acquaintance who has not been affected; or any organization, including 
the Bank of Montreal Group of Companies. 

We lost one of our own, David Barkway of BMO Nesbitt Burns, and we 
lost many friends in the financial services industry. In common humanity, 


we felt and shared the outrage and sorrow — and the ongoing fear and 


Cs 


Bank of Montreal Group of Companies at a Glance 


Personal and Commercial Client Group 


A Bank of Montreal 


RA Bank of Montreal 
HH Capital Corporation 


BMO* a) mbanx Direct 


MasterCard 
3 


Private Client Group 


BMO E) Private Client Group 
BMO a) Harris Private Banking" 
BMG Rag ees 

BMO © InvestorLine* 


BMO a) Mutual Funds 


BMO aa) Term Investments 


Investment Banking Group 


BMO © Nesbitt Burns 


BMO Nesbitt Burns 


Equity Partners 


Emfisys’ 


pmo @: EEE 


MERX 


= 
fi 


THE HARRIS 


y 


JARRIS 
RIVATE BANK 


aS \ a) 
fied Mudd 
Ss 


dl 


i 


HARRIS 
INVESTORLINE 


il 
2 


INSIGHT FUNDS.«, 


i 


i 


(<= HARRIS NESBITT 


www.epost.ca 


eScout™ 


HARRIS 
ADVANTEDGE INVESTING 


The Personal and Commercial Client 
Group (P&C) is committed to providing 
integrated, seamless, high-quality 
service to seven million personal and 
commercial customers across Canada and 
in the United States. P&C offers a full 
range of products and services through 
16,500 highly skilled financial service 
providers in more than 1,100 Bank of 
Montreal and Harris Bank branches, 

as well as directly through bmo.com, 
harrisbank.com, BMO mbanx® Direct 
and a network of more than 2,200 
automated banking machines. 


The Private Client Group (PCG) is com- 
mitted to helping clients accumulate, 
protect and grow their financial assets. 
Operating under The Harris®' in the 
United States and BMO Private Client 
Group in Canada, PCG, through more 
than 5,100 employees, offers a full suite 
of wealth management products and 
services. The group has total assets 
under management and administration, 
including term deposits, of $237 billion. 


Operating under the BMO Nesbitt Burns 
and Harris Nesbitt brands, the Investment 
Banking Group (IBG) offers corporate, 
institutional and government clients 
complete financial services, including 
advisory, capital-raising, investment 
and operating services. Supported by 
top-ranked research, BMO Nesbitt Burns 
is a leader in mergers and acquisitions 
advisory, debt and equity underwriting, 
institutional equity, securitization 

and trade finance. 


Emfisys, the technology and e-business 
group, provides information technology 
planning, strategy and development ser- 
vices, together with transaction-processing, 
North American cash management, 

and real estate operations for the Bank 
of Montreal Group of Companies and 

its customers. The group is also responsi- 
ble for the creation, development and 
support of the Bank’s e-business services. 


Total Revenue 


(excluding non-recurring items) 


($ millions) 


Assets under Management 
and Administration 


(including term deposits) ($ billion 


== S&P 500 (% growth) 
= TSE 300 (% growth) 


Total Revenue 
(excluding non-recurring items) 


($ millions) 


99* 


00 01 


*excludes impact of additional month of 
BMO Nesbitt Burns revenues in 1999. 


Banking Transactions 


(millions) 


97 98 99 00 01 


= Branch = Telebanking 
= ABM = PC Banking 
= Debit Card 


Initiatives for 2001 


* Grew direct banking volume (telephone and online) by 41% to 193 mil- 
lion transactions. 


Launched several new consumer lending products and the Premium Rate 
Savings account. 


° Grew market share in the automotive lending and leasing sectors. 


e Introduced Direct Bank for Business and our AIR MILES®* for Business 
program. Small business loan market share increased to 18.9%. 


° Expanded our corporate finance unit with volume growth above 20% for 
the fourth consecutive year. 


¢ Maintained credit quality standards at high levels while asset growth 
continued. 


* Increased retail and small business lending in the United States by 
USS1 billion. The acquisition of First National Bank of Joliet added another 
US$562 million. 


° Increased the number of Canadian investment sales professionals in Bank 
of Montreal branches to just under 700. 


¢ Launched Harris AdvantEdge Investing™, which offers full-service invest- 
ing, enabling us to provide a complete range of wealth management 
services in the United States. 


° Expanded access to mutual fund distribution channels in Canada with the 
acquisition of the Guardian Group of Funds. 


e Established an integrated wealth management offer in the United States 
with the opening of The Harris offices. These offices put Harris Private Bank, 
Harris InvestorLine and Harris AdvantEdge Investing under one roof. 


° Launched the first online retirement planner in Canada — BMO InvestorLine® 
Retirement Planner - allowing investors to build their asset allocation and 
determine if their retirement plan is on track. 


* Leveraged lending relationships to cross-sell investment banking and other 
fee-based products in the U.S. Midwest mid-market through Harris Nesbitt™, 
resulting in a 50% increase in investment banking revenue year-over-year. 


¢ Sustained deal flow in a very difficult market and economic environment 
through focus on U.S. Midwest mid-market and expertise in specialty sectors 
such as food and agribusiness, equity sponsors and asset-based lending. 


* Focused on providing media and communications sector clients with full 
balance sheet solutions through our U.S. media and communications unit. 
To date, BMO Halyard Partners has made private equity and mezzanine 
investments in nine companies. In addition, we served as manager on 
10 transactions that raised a total of more than $7 billion of capital. 


° Demonstrated cross-border expertise in the energy sector through 10 
transactions worth $11.1 billion. 


* Developed and launched a state-of-the-art technology platform, Pathway 
Connect, to provide our retail and commercial employees with tools to 
deepen client relationships and meet individual client needs. 


* Developed and launched Optimizer, a leading-edge sales and service appli- 
cation that enables over 2,000 commercial lenders across Canada to provide 
clients with enhanced service, products and time-sensitive solutions. 


¢ Developed and launched the first full-service online trading application 
to provide BMO Nesbitt Burns’ clients with up-to-the-minute financial infor- 
mation and personal risk tolerance assessment. 


° Introduced eScout™ one of North America’s fastest-growing and most 
successful business-to-business exchanges, to our small and medium-sized 
business clients in the United States. 


Focus for 2002 


e Increase market share in the personal banking segment, relative to our 
full-service competitors. 


e Increase market share in both small business banking and commercial 
banking businesses, relative to our full-service competitors. 


e Increase our customer loyalty scores in both personal and commercial 
banking segments. 


° Continue replacement of our sales and marketing technology platform. 


° Achieve asset growth while maintaining existing high asset quality 
standards through continuing development of technology, state-of-the-art 
tisk management techniques and strict internal discipline. 


° Continue to target a $1 billion annual increase in retail and small 
business loans for the next several years, and assess strategic mergers 
and acquisitions opportunities in the United States. 


e Expand our distribution network on both sides of the border by continuing 
to grow the total number of investment sales professionals. 


e Leverage relationships with seven million North American customers 
(six million at Bank of Montreal and one million at Harris Bank) with 
further deployment of highly trained investment professionals in 
key branches. 


e Continue to expand U.S. wealth management business through both 
acquisition and organic growth, leveraging Harris’ long-standing reputation 
in major U.S. markets while expanding into selective new markets 
across the country. 


Continue to maintain emphasis on disciplined client coverage within 
Harris Nesbitt, adding profitable new multi-product relationships and 
building revenue. 


* Reinforce commitment to the media and communications sector by 
continuing to support existing client relationships and actively seeking 
high-quality management teams with proven business models requiring 
growth capital to expand their business. 


¢ Continue to build on improvement in profitability of debt capital markets 
and treasury activities. 


e Build on our Canadian leadership position in all business sectors. 
e Improve capital utilization. 
e Build on strong capabilities to expand high-growth businesses. 


° Continue nation-wide rollout of Pathway Connect. 


Introduce eScout™ to our small and medium-sized business clients in Canada. 


e Focus on our clients by creating an environment that supports a “market 
of one” approach to sales, service and relationships. 

° Continue to create partnerships that deliver world-class financial solutions. 

¢ Optimize revenue generation and profitability through our North American 
Cash Management business, E-Business Division, strategic alliances and 
joint ventures. 

* Provide clients, through an agreement with CertaPay, with the first bank- 
based, person-to-person money transfer system of its kind in the world. 

¢ Increase penetration in high-growth, high-value markets by leveraging 
industry-leading technology capabilities in wealth management and 
investment banking. 
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uncertainty — that the collapsing towers of the World 
Trade Center and the wreckage of the Pentagon 
introduced to North American life. 

Against this still much-too-vivid backdrop, our 
world has entered 2002 in a turbulent and uncertain 
state. And so, by extension, has the world’s economy. 

But some things are much less uncertain than 
others. We can be sure, for example, that the United 
States will continue to build the most powerful 
economy on Earth. 

There is also no doubt — and this is my promise 
to shareholders — that the Bank of Montreal Group 
of Companies will play a significant and profitable 
role in this world-leading economy. When I speak 
of our plans for making the future our own, to a large 


degree I’m talking about U.S. expansion. 


The Future Competitive Landscape 

The way I see it, the industry consolidation that 
is now under way in Canada and the United 
States — driven by the ongoing integration of the 
Canadian and American economies — is going 

to reconfigure North American financial services 
into three leagues. 

One league will feature about five mega-players 
headquartered in North America but operating 
globally. One league will feature niche and small 
local players. And another will feature about a 
dozen transnational banks, each offering a full range 
of financial products and services to personal, 
commercial, and corporate and institutional clients 
on both sides of the border. 


Our Vision 

That’s where we come in. When you combine 
our singular history in the United States with our 
well-established strengths, Bank of Montreal is 
well positioned to become a leading player in the 


emerging transnational league. 


oat 


| 


Key points of 
Bank of Montreal’s plan 


1. Expand selectively and substantially 
in the United States. 
2. Invest in our core Canadian franchise. 


3. Build on our long-standing strengths. 


Although 2001 was not a good year from an 
overall financial performance perspective as weak 
economic conditions, made much weaker in the 
aftermath of September 11th, caused cash earnings 
per share to decline to $2.86 from $3.39 the prior 
year, our commitment to our vision has if anything 
grown stronger. While adapting creatively to market 
realities and cutting costs, we will continue to take 


the steps necessary to reach our goal. 


Our Growth Strategy 

At a time when life’s complexities have never 
seemed more complex, there is much to be said 
for a simple, straightforward growth strategy. 
This is ours: while continuing to invest in our core 
Canadian franchise and building on long-standing 
strengths, we are focusing on substantial and 
selective expansion in the United States. Permit 


me to provide some highlights. 


The American Way 
When it comes to establishing ourselves among the 
leading transnational banks, we have both history 
and momentum firmly on our side. 
Historically, we have been doing business in the 
United States since Bank of Montreal was founded 
in 1817 (for the purpose of facilitating trade with 
New England). Today, measured by total U.S. assets, 
Bank of Montreal is the largest Canadian bank in 
the United States as well as its fourth-largest foreign 


bank holding company. 


Our claims to leadership aren’t based solely on 
size, however, but more importantly on the superior 
quality of our well-integrated American franchise. 
It features, among other clear advantages, the 
deeply entrenched and respected brand of Harris 
Bank, the rock upon which we are basing our 
aggressive and wide-ranging U.S. expansion plans 
(see page 5). 

While aiming to deliver solid relative perfor- 
mance, we are stepping up our pursuit of acquisitions 
large and small, not just in Chicago and the Mid- 
west, but also in carefully selected markets of high 
opportunity all over the country. In November 2001, 
for example, we increased our U.S. client base 
by 50% to 1.5 million with an agreement to acquire 
the national direct investing firm CSFBdirect, 


a subsidiary of Credit Suisse First Boston. 


The Canadian Way 

While this may seem self-evident, let me underscore 
the fact that our 185-year-old Canadian franchise 

is and always will be central to our success as a lead- 
ing transnational (see page 9). 

Activities in the year ahead will be distin- 
guished by faster and more consistent strategy 
execution and more attention than ever before 
to revenue generation. 

I also want to draw attention to the reputation 
we have built with our customers, especially our 
personal and small business customers, for being 
there and sticking by them when economic times 
get tough. We made sure we got that message 
out as 2001 drew to its economically uncertain 
close and, based on past performance, we trust 
clients will reward us with more business as 


conditions improve. 


What Makes Us Strong 
As formidable as they may be, history and 
momentum are only two of the strengths that form 


the foundation for our strategy (see page 13). 


Chairman’s Message to Fellow Shareholders 


We are well regarded for our ability to manage 
credit risk effectively, especially in the retail 
sector. For proof, just consider that by year-end, 
our consumer and commercial loan portfolios 
in Canada and the United States, which account 
for 65% of our overall portfolio, continued to 
show resilience. We have every confidence that 
we will be among the industry leaders in credit 
quality in 2002 and beyond. 

Other strengths to draw from? How about 
our pioneering leadership in creating and using 
new technologies to better serve customers? Or 
the award-winning effectiveness of our industry- 
pacing corporate governance? Or the fact that our 
good relationships with America and Americans 


happen to date back close to 200 years? 


Certainties for Uncertain Times 

Over and above those strengths is another — the 
strength of our conviction that no matter what 
side of the border we operate on, the secret to all 
success still lies in getting it right with customers. 
We aim to give them the only bank they want, 

not just the only bank they need. This is another 
certainty for our uncertain times. 

And here, finally, is one more: while everything 
truly did change forever on that terrible morning 
of September 11th, and while many serious questions 
are yet to be resolved, like our American friends, 
we are a most resilient and future-driven people. 
There is no doubt that normalcy will work its 


way back into our lives. 


Tony Comper 


Chairman and Chief Executive Officer 


We plan to build a visiting 


rses program in Nigeria. 


Fidelis and Bonnie Umeh 


_ President and CEO, SEI Information Technology Co. 
Chicago, Illinois 


When Fidelis Umeh steps down from the helm of his company this 
year, he and his wife Bonnie will continue to look to Harris Bank, 
“our financial partner forever,” to help them achieve their retirement 
goals. Among them, the development of a permanent, multi-million 
dollar public health education program in Fidelis’ native Nigeria. 
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_ Expand selectively and 
hadichonl eam : substantially in the United States 


harriswireless.com 


4 ac : 
% To realize our goal of becoming a leading transnational bank, 


we are aggressively pursuing growth in the United States. 


U.S. expansion — through both organic growth and acquisition — 
is at the centre of our growth strategy. 

As the fourth-largest foreign bank holding company operating 
in the United States, our U.S. presence is already strong. Since | 
our purchase of Harris Bank in 1984, we have invested an additional 
$1.4 billion in strategic acquisitions. Today, we operate in 22 of the 
fastest-growing and most affluent urban markets in the United States, 


offering our customers a broad and integrated array of personal, 


commercial and investment products and services through a mullti- 


ina channel distribution network. 
> With the acquisition this year 


of First National Bank of Joliet, 


which has USS141 billion in assets Pursting Growth 

and 18 locations, Harris Bank To build on our strengths, we are pursuing growth in retail banking. 

now serves one in five households Our goal is to increase our share of personal and commercial customers | 
in Chicagoland. in the greater Chicago area as well as in selected high-growth urban 


markets in the U.S. Midwest and beyond by building on Harris Bank’s 


successful community banking model. Since 1994, Harris has tripled its 


customer base from 300,000 to one million and is making great progress 


Building a U.S. Wealth Management Franchise 


> In the United States, 
our Private Client Group 
assets under management 
and administration have 
grown 27% since the begin- 
ning of 2000 to $116 billion. 


, WB States where the 
Private Client Group 
currently operates 


toward its goal of becoming the dominant full-service bank in greater 

Chicago, the third-largest metropolitan market in the United States. 
At the same time, our Harris Nesbitt franchise is aggressively 

pursuing new business in the U.S. Midwest mid-market. Using an 

integrated investment and corporate banking model, Harris Nesbitt 

is building on the strong personal relationships it has forged with 

more than 1,000 mid-market companies as well as its considerable 

nationwide expertise in food and agribusiness and asset-based lending. 
Our Investment Banking Group remains strongly committed 


to serving the North American media and communications and 


energy sectors with specialty teams located in New York, Chicago, 


Houston, Calgary and Toronto. Our ener roup has particular 
+> BMO Nesbitt Burns advised a EOE P 


naienee oe expertise in cross-border mergers and acquisitions advisory, and in 
Anderson Exploration in its $5.1 billion P 8 q Mi 


acquisition by Devon Energy Corp. 2001 participated in 10 transactions with a total value of $11.1 billion. 
At the same time, our media and communications group continued 

to provide full balance sheet solutions to finance our clients’ growth. 
Last year, we served as manager on 10 transactions, raising total 


capital of more than $7 billion. 


Strengthening Our Presence 
Our U.S. expansion strategy also focuses on the growth of our 
Private Client Group, through which we are building an integrated 


North American wealth management business. Integral to our 


plan is leveraging the Harris name, which for 120 years has been 
~ Harris Nesbitt served as synonymous with the highest-quality private banking and asset 
the financial advisor to Virginia- 
based WLR Foods in its US$280 
million acquisition by Pilgrim’s 
Pride, a deal that created North 
America’s third-largest integrated 


management services. In recent years, we have strengthened our 
U.S. presence through selective acquisition of banks and direct 
investment firms in strategic high-growth areas across the United 


States, including Arizona and Florida. 


chicken processing company. 


Harris Bank Average Deposit Balances (cans billions) 


~» Harris Bank’s retail deposit base 


171 
‘8 14.9 15.2 
19 has now reached $17 billion while 
growing at twice the rate of the market. 
As well, consumer, mortgage and 
small business loans grew 19% during 
97 98 99 00 01 


the past year. 


harriswireless.com 


q bmonesbittburns.com 


~ In connection with the acquisition 
of certain cable television systems by 


Mediacom Communications Corporation, 
the U.S. Media and Communications 
group served as arranger in a US$1.4 bil- 
lion senior-debt financing, and acted 

as Senior Co-Manager in a US$400 million 
high-yield issue related to this acqui- 
sition financing. 
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A Wealth of Services 

This year, we opened our first group of wealth management offices 
under The Harris brand. Distinctive in approach and design, 

The Harris delivers a full suite of wealth management services to 
our clients. To further expand our reach, we have increased the 
number of private bankers and investment professionals in Harris 
community bank branches. 

Such initiatives, along with the continuing expansion of Harris 
InvestorLine, our direct brokerage business, and the launch of 
Harris AdvantEdge Investing, which offers full-service investing, 
have enabled us to provide a complete range of wealth manage- 


ment services to our clients across the United States. 


These are successes we mean to build upon. 


+ With more than 385,000 active accounts, 
BMO InvestorLine and Harris InvestorLine 
have become one of the largest direct investing 
businesses in North America. 


I plan to open our seventh store. 


Peter Simons 


_ Owner, La Maison Simons Inc. 
Quebec City, Quebec 


The Simons family has enjoyed a “valued relationship” with Bank 
of Montreal since the first La Maison Simons opened in Quebec City 
in 1840. In recent times and with the Bank’s support, the Simons 
expanded their retail clothing empire to six locations throughout 
Quebec and plan to open a seventh store in Laval in 2002. 


RAS vee 
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_ Invest in our core 
Canadian franchise - 


° ine ee industr ! wide survey, 
_ Bank of Montreal Auto Finance group _ ‘it easy for our personal . ae business customers to make the righ 


a tanked first among all providers in. Ch aa decisious: 
market competitiveness and among the 


of our G ive to be our customers’ bane of ee ‘We want to make 


top eight banks for overall satisfaction, = 
, ae ae ee es _ Putting the Customer First 


We have invested heavily in recent years to better serve our com- 
mercial customers — whether they are a home-based business ora 
large corporation. We provide a strong and consistent approach > 

to risk management, expert relationship managers and a full array 

of cash management and financing products. We are now able to 
serve our commercial customers directly by telephone or the Internet 
through Bank of Montreal’s Direct Bank for Business. Through 

such initiatives, we have become number two in Canada in market 
share in commercial banking — well on our way to our goal of 


_ becoming number one within five years. 


Optimizing customer service is also the driving force behind 


the transformation of our distribution network, which is now substan- 


> our Premium. Rate Savings account, 


launched in June 2001, is now enjoyed 
by more than 100,000 customers, with acquired or opened 106 new full-service and instore locations. And 


tially complete. While we have closed 296 branches, we have also 


more than $3 billion on deposit. we have built a direct banking system that was used by more than 


bmo.com/business 


q  nesbittburns.com 


~ With the acquisition of the Guardian 
Group of Funds, Bank of Montreal's 
mutual fund family increased total assets 
under management to $30 billion. 


~ Through an agreement with the 
Canadian Chamber of Commerce, Bank of 


Montreal has made its MERX™ electronic 
government tendering service available 
to 170,000 Canadian businesses. 


two million customers for almost 140 million transactions last year. 
Today, we are serving our customers anywhere, any time and 

any way they want. To that end, we are launching Pathway Connect, 
a competitively superior, integrated technology platform that will 


enable our employees to improve customer service in branches. 


Leading the Way 

With our leading position in private banking and the strength of our 
full-service investment business, our Private Client Group is committed 
to helping our clients accumulate, protect and grow their financial 
assets, on their own terms. . 

We offer a wide range of products and services — from term invest- 
ments and mutual funds to direct and full-service investing to private 
banking. And we continue to lead the way in technology, product 
and service innovation and research capabilities. Of particular note 
is the launch of BMO InvestorLine’s Retirement Planner, an online 
retirement planning tool that offers self-directed investors the ability 
to make more informed and disciplined decisions based on their 
long-term goals. 

We are also intent on ensuring that our clients have access to 
professional investment advice when and where they need it. Along 
with a network of more than 1,550 BMO Nesbitt Burns Investment 
Advisors, we have introduced more than 500 Investment Fund 


Specialists at key Bank of Montreal branches, and increased the 


+ Thanks to our agreement with CertaPay Inc., 
any Bank of Montreal customer with an email address will 


soon have access to the first bank-based person-to-person 
money transfer system in the world. 
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> Bank of Montreal has extended its number of Resident Investment Advisors across the country. 
ultra-successful AIR MILES reward program ‘The acquisition of the Guardian Group of Funds, which has 
fe busitfess banking customers. given us access to a larger network of financial planners, has also 


expanded our wealth management distribution network. 


The Bank of Choice 

To be the investment bank of choice for our corporate, institutional 
and government clients continues to be the goal of our Investment 
Banking Group, which operates under the BMO Nesbitt Burns brand 
in Canada. Dedicated to providing innovative thinking and inte- 
grated solutions, the group has leadership positions in mergers and 


acquisitions advisory, debt and equity underwriting, securitization, 


and institutional sales and trading. Anchoring our activities is 
> Canada’s first AIR MILES Money Market 


an equity research team ranked number one by the Brendan Wood 
Fund, six new Global Tax Advantage 


International Survey for 21 consecutive years. 
funds and seven new RSP World funds 


are among the innovative products Clearly, across the Bank of Montreal Group of Companies, 


recently launched by BMO Mutual Funds. we are placing our customers at the centre of our business — 


where they belong. 
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+ BMO Nesbitt Burns was ranked 
number one in Canada in equity block 


trading for the seventh consecutive year. 


+ Bank of Montreal’s Direct Bank for 
Business now serves more than 110,000 


business customers. 


+ Institutional investors ranked 
BMO Nesbitt Burns number one 
for overall quality of trader service 


for the second consecutive year. 


12 


Nancy and Glen Holmes 


Owners, Pseudio and Samuel & Co. 
Halifax, Nova Scotia 


We’re planning 


for our futu 


Last spring, Nancy and Glen Holmes turned to Bank of Montreal 
to afrange the mortgage on their beautiful new five-bedroom 
“saltbox” home. The Holmes, both small-business owners, are 
now focused on building a financial “comfort zone” for them- 
selves and their four young sons. 


~ Both Harris Bank and Bank of 
Montreal introduced the eScout™ 
business-to-business marketplace 
to enable more than 500,000 smali 
and mid-sized business customers 


to purchase competitively-priced items 
such as computer equipment and 
office supplies online. 


Build on our 
long-standing strengths 


Bank of Montreal has been serving clients in Canada and the United 
States for almost 200 years. Founded in 1817 in Canada and actively 
involved in helping to transform a young country into one of the 
world’s most respected and prosperous nations, the Bank established 
a presence in New York in 1818 and Chicago in 1861. Harris Bank, 
meanwhile, has played an instrumental role in the growth and devel- 
opment of the American Midwest since 1882. 

Our strength also comes from our industry-leading credit risk 
management as well as the diversification of our earnings. Both of 
these are proving to be extremely valuable assets as the global 
economy slows. 

We are proud as well of our corporate governance practices. 
Three-time winner of the Canadian Institute of Chartered Accountants/ 
National Post Award of Excellence for Leadership in Corporate 
Governance, in 2001 the Bank was also honoured with the Conference 
Board of Canada/Spencer Stuart Canada private-sector National 
Award in Governance. 

Our reputation as an innovator is equally celebrated. The first 
financial institution to launch full-service Internet banking and wire- 
less financial and investing services in North America, we remain 
committed to harnessing the power of technology to provide new and 
better solutions and bring value to our customers. Our achievements 
have been recognized by Global Finance magazine, which named 
Bank of Montreal Best Internet Bank in Canada in 2001. 


Lastly, we garner strength from our culture, sustained by strong 


values and brought to life by our employees. 


+ Bank of Montreal’s 
online client base con- 
tinues to grow rapidly. 
Today, we have more than 
one million customers 
who access banking, 
brokerage and MasterCard 
services electronically. 
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Bank of Montreal actively supports 


our many employees who give 

so generously to their communities. 
For instance, we cover adminis- 
trative costs for Fountain of Hope 
a national charitable foundation 
funded and managed by Bank of 
Montreal employees and retired 
employees. Last year, our employees 
contributed $3.7 million to the 
foundation, almost half of which 
was raised through local events 


such as bake sales and raffles. 


Our people: realizing our plan 


Vision and strategy are essential. But the greatest responsi- 


bility for realizing our plan — for actualizing our vision and 


implementing our strategy — belongs with our employees. 


At Bank of Montreal, we know that 

the ability to attract, retain and develop 
the most capable people will determine 
the success of our plan. And we under- 
stand that investing in our people is 
perhaps the most astute business move 
we can make. 

Investing in our people begins 
with the creation of a diverse work- 
force and an equitable and supportive 
workplace. Since 1990, the year the 
Bank established the Task Force on 
the Advancement of Women, and the 
subsequent launch two years later of 
the Chairman’s Council on an Equitable 
Workplace, we have attained real 
and measurable success in achieving 
diversity. According to the Canadian 
Bankers Association, we are leading 
all of our competitors in the represen- 
tation of women and visible minorities 
at the senior management level. Mean- 
while, our own data show that women 
now hold 35% of executive positions 
at Bank of Montreal, up from 9.5% 
in 1992. Our achievements have been 
recognized by Human Resources 
Development Canada, which gave the 
Bank the 2001 Vision Award for employ- 
ment equity. Bank of Montreal is the 
only organization to have received this 
award twice. 

Investment in people also means 
providing our employees with the 


right learning opportunities. In 2001, 


our Toronto-based Institute for 
Learning (IFL), which develops and 
delivers both classroom and online 
training, focused on strengthening 
our marketing, sales, risk man- 
agement and e-literacy capabilities. 

The IFL also plays an essential 
role in helping the Bank develop 
superior managers of people. Our new 
Managerial Leadership Program has 
been successfully completed by more 
than 2,500 leaders across the Bank. 
We have also introduced two Mana- 
gerial Leadership Learning Streams 
to address the needs of both new 
and experienced managers. 

Our Masters of Business Adminis- 
tration (Financial Services) program, 
offered in partnership with Dalhousie 
University and the Institute of 
Canadian Bankers, also continues to 
play an important role in our drive to 
accelerate the development of our 
emerging leaders. More than 200 Bank 
employees are currently enrolled in 
the program, from which 65 employees 
have already graduated. Ten of these 
graduates have progressed to our exec- 
utive ranks. : 

Such results bode well — for our 


plan and for our future. 


4 ie. 


Where the Money Goes 


Federated Appeals 15.0% 
(Includes United Way) 


Education 24.4% 


Hospitals, 
Health Care 23.0% 


Civic 11.3% 
Culture 9.4% 
Other 16.9% 


+ In the days following the tragic 
events of September 11, the Bank of 
Montreal Group of Companies announced 
a million-dollar fundraising campaign 
to help the families of victims and 
survivors. Along with an initial bequest 
of $500,000, the Bank committed to 
match donations made by our Canadian 
and U.S. employees. Within seven days, 
the campaign had exceeded its target. 
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Our communities: making change 


Our plan is to help create healthier, stronger and 


happier communities by supporting learning opportunities 


and initiatives. 


As one of Canada’s largest corporate 
donors, the Bank of Montreal Group 
of Companies contributed $21.7 million 
to more than 2,000 charities and 
non-profit groups in 2001. While we 
support an array of worthy causes, 
the Bank is particularly active in form- 
ing partnerships with organizations 
that promote learning. 

We believe that learning is essential 
to the success of our business — 
and fundamental to a vibrant and 
strong society. 

The following is a sampling of 
the many innovative and unique 
learning-focused programs we are 


proud to have supported in 2001: 


¢ We initiated a $2.7 million Uni- 
versity of British Columbia/Bank 
of Montreal National Scholarship 
program to honour outstanding high 
school students who combine top 


marks with community involvement. 


¢ In Toronto, the Bank committed 
$730,000 to support St. Michael’s 
Hospital’s new Inner City Health 
Program. Global in scope, the 
program aims to help improve the 
quality of life for people living 


with chronic medical conditions. 


The Bank committed $750,000 


to the Volunteer Grants Program, 


which provides funds to a broad 
range of community and grassroots 
organizations actively supported 


by our employees. 
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e Bank of Montreal’s Future Links 
program has provided 85,000 young 
Canadians with instructional golf 
clinics, a Mobile Clinic outreach 
program and an annual series of 


Junior Skills competitions. 


e One of the most popular programs we 
sponsor is Skate Canada’s CanSkate™”. 
Delivered through approximately 
1,400 skating clubs across the coun- 
try, the initiative provides hundreds 
of thousands of children and adults 
with the opportunity to learn a sport 


they can enjoy for a lifetime. 


e Bank of Montreal is the exclusive 
sponsor of the Kids Help Phone”® 
Student Ambassadors and Commu- 


nity Ambassadors programs. 


In Chicago, Harris Bank launched 
a multi-year revitalization effort in 
the North Lawndale community. 
For many years, North Lawndale has 
suffered an outflow of businesses 
and jobs. The Bank’s effort consists 
of partnerships, employee volun- 
teerism, loan programs and other 
initiatives designed to signifi- 
cantly improve this underserved 
community’s housing, education, 


employment and quality of life. 


At Bank of Montreal, we believe that 
being actively involved in the commu- 
nities where we live and do business 
benefits us all. We also believe it’s the 


right thing to do. 
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Corporate Information 


General Information 


Shareholder Inquiries 


This 2001 Annual Report, Book One includes forward-looking statements, 
which are made pursuant to the “safe harbor” provisions of the United 
States Private Securities Litigation 
statements include, but are not limited to, comments with respect to 
our objectives, targets, strategies, financial condition, the results of our 
operations and our businesses, our outlook for our businesses and for 
the Canadian and U.S. economies, and risk management. 

By their very nature, forward-looking statements involve numerous 
assumptions, inherent risks and uncertainties, both general and specific, 
and the risk that predictions and other forward-looking statements will not 


prove to be accurate. We caution readers of this report not to place undue 


reliance on these forward-looking statements as a number of important 
factors could cause actual future results to differ materially from the plans, 
objectives, targets, expectations, estimates and intentions expressed 

in such forward-looking statements. 


Reform Act of 1995. These forward-looking 


The future outcomes that relate to forward-looking statements may 


be influenced by the following factors: fluctuations in interest 
currency values; regulatory developments; statutory changes; 
of competition in thesgeographic and business areas in which 
including continued pricing pressure on loan and deposit prod 
changes in political and economic conditions including, among 
inflation and technological changes. We caution that the foreg 
6f 


mportant factors is not exhaustive and that when relying on forward- 


ates and 
the effects 
we operate, 
ucts; and 
other things, 
oing list 


looking statements to make deci 
investors and others should care 


t 
that may be made from time to time by or on behalf of the B 


BMO (M-bar roundel symbol) Harris Private Banking is a trade mark of Bank of Montreal 
MERX is a trade mark of Bank of Montreal 

The “e” design is a trade mark of Bank of Montreal 

BMO is a registered trade mark of Bank of Montreal 

BMO (M-bar roundel symbol) is a registered trade mark of Bank of Montreal 
Fountain of Hope is a registered trade mark of Bank of Montreal 
InvestorLine is a registered trade mark of Bank of Montreal 

Emfisys is a registered trade mark of Bank of Montreal 

mbanx is a registered trade mark of Bank of Montreal 

Harris AdvantEdge Investing is a trade mark of Harris Trust and Savings Bank 
Harris Nesbitt is a trade mark of Harris Trust and Savings Bank 


sions with respect to Bank of Montreal, | 
ully consider the foregoing factors as 

well as other uncertainties and potential events. The Bank does not under- | 
ake to update any forward-looking statement, whether written or oral, | 


ank. 


®1 The Harris is a registered trade mark of Harris Trust and Savings Bank’ 

@1 Harris Insight Funds is a registered trade mark of Harris Trust and Savings Bank 

®2 Nesbitt Burns is a registered trade mark of BMO Nesbitt Burns Corporation Limited 

®3 MasterCard and Design is a registered trade mark of MasterCard International Incorporated 
™2 ~The “wing” design is a trade mark of Canada Post Corporation 

®4 AIR MILES is a registered trade mark of Air Miles International Trading B.V. 

™3 Future Links is a trade mark of Royal Canadian Golf Association 

®5 — CanSkate is a registered trade mark of Skate Canada/Patinage Canada 
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Kids Help Phone is a registered trade mark of Kids Help Foundation/ 
La Fondation Jeunesse, J’Ecoute 
eScout is a service mark of eScout LLC 


